
1 
, 

t 

i3Y It It US GE_NERAL ACCOUNTING OFFICE 
Report To The Secretary Of The Interior 

Simplifying The Federal 
Coal Management Program 

Development of coal under Federal leases and 
biding lease applications could be speeded 
111) ant! the: administrative hurclen on the De- 
I)artment of the Interior reduced--by simpli- 
fyincj many of the r)roceclures for admin 
isterjnq ttle leases and processing the lease 
applications. 

GA<) rn;ikr!s s(:vcrnl recommendations to the 
%cr(!t;lry of the Interior airned at recognizing 

ttic limitations tllat “real world” eco- 
non\ic dntl qeoloqic factors place on les- 
~00 al)ility to comely with existing pro- 
w 111 f-es, 

similar difficulties for the agency in ad- 
ntinistcrir~g tht? regulations, and 

ol)l)ortunitirts to !pnerally simplify and 
:;trf!;jlnline I)resr:nt lease administration 
I)rocesscts. 

EMD-81-109 
AUGUST 20,1981 



Request for copies of GAO reports should he 
sent to: 

U.S. General Accountmg Office 
Document Handling and lnformatlon 

Services Facility 
P.O. Box 6015 
Gaithershurg, Mci. 20760 

Telephone (202) 275-6241 

The first five copies of individual reports are 
free of charge. Additional copies of bound 
audit reports are $3.25 each. Additional 
copies of unbound report (i.e., letter reports) 
;Incl most other puhllcations are $1 .OO each. 
There will he a 25% discount on all orders for 
100 or more copies mailed to a single address. 
Sales orders must be prepad on :I cash, check, 
or money order hasis. Check should he made 
out to the “Superlntenclent of Documents”. 



UNITED STATES GENERAL ACCOUNTING OFFICE 
WASHINGTON, D.C. 20548 

1lC.!3I filr . Secretary: 

liUiuJC?C:t: Simplifying the Federal Coal 
Management Program (END-al-lug) 

A s you may know, wa have been reviewing the Department's 
regulations for the management of existing Federal coal leases anu 
preference riyht lease applications (PRLAs). We nad plannea to 
complete our work later this year. The ougective of tnis assiynmer1t 
WdLi to iueritify regulatory modifications tnat coula simplify ana 
ultimately enhance the timely and oruerly development of coal on 
cxi:;t.incj coal leases and PrlLAs. Because the Department has 
recently initiated a study of these reyulations, incluuing litany 
of ttle :;~lme elements we were examining, we deciued to uefer further 
war k ano share witn you some of our preliminary concerns so tney 
Ill d y be considered uuriny the Department's current efforts. 

Our work was devoted primarily to tne regulations affecting 
E'u~~t!rsl coal leases and lease rights issued prior to enactment 
of tile Yeder~.l Coal Leasing Amendments Act in August 13-/b. how- 
ever, because of similarities between these reyulations ana tne 
rcc.]ulations cjoverning leases issuea since that time, our ooser- 
v;~tror~:; 11sve equal applicability to new leases. 

‘I’hC r;UhJeCtS of principal concern to us are 

--difficulties in implementing requirements for 
maximum economic recovery (MER), 

---t-lie regulatory requirements for diligent 
de/~clopmcnt, 

---the designation 3F leases as logical mlniny 
unlit:; ( LPllls) , 

-^- CJ up 1 1 c ir t i oti of etfort in environmental 
revitdw of cod1 mine plans, ana 

--trle lack of data needed to meet regulatory 
requirements for processing PRLAs. 



,4k,i{ iil.i,ilL,A’l’lONS NtiSL) ‘i’c, tiC S.I~~IPLIP~CLI - - -.- .-.- . -. - -..-_----.-_----- --- 

Our work suggests tnat the existing ano proposed regulation;, 
011 i4Eti are unnecessarily burdensome to tnose involved and aiffi- 
cult. it not impossible to administer. We oelieve tne principal 
01~ 1 t’c t i ves ot tne law leading to the IYLR concept may be acnievaulc 
i:l lsr~~e part through the mine plan review ana monitoriny process. 
I II acidi t ion, we noted that HtiR may not be realized in those cir- 
t : II I II 2 t d I 1 c e s w he L e c 0 a 1 1 i e s just outside the lease tract. 

The primary ot,Jective of the ClER concept is to prevent the 
;ivoidable waste of coal. Prior to oeing legislatively manoateu 
i)y tne Federal Coal Leasing Amendments Act (FCLAA) ofi 1976, 
Interior attempted to acnieve tne obJectives of the concept throu[iti 
tne review and approval of mine plans. The FCLAA proviaes tnat no 
mine plan can be approved that does not achieve idER, out it aoes 
riot appear feasible to precisely calculate M6R until after hnini.I-rLj 
h ii s be g u n . We believe you may want to examine wnether tne legis- 
lative requirement for MEK can be satisfactorily met tnrou~n tne 
mine plan process by modifying tne HER definition or, alternatively, 
whether some legislative relief is needed to avoiu tne present un- 
certainty. You may also want to explore possii>le situations in 
w11 i cn producible quantities of coal are not mineir because they lie 
ott tne lease tract. 

FLEXIBILITY IS NEEDED IN TrIE APIZLICA’I’I~~~~ 
-1 UE DILIGEluCE REyUIREMEtiTS TO PRE-1976 icASES .----- 

The Interior Department has issued certain regulations slncc 
1976 directed at achieving more diligent aevelognent of existing 
Federal coal leases. Our preliminary work suggests that tnese 
regulations lack the flexibility needed to take into account all 
the factors affecting timely development of these leases, and 
could result in either forcing development of certain leases 
before market demand materializes or forcing ttleir canceilation 
Just about trie time demand materializes. This rigidity stems froir~ 
equating diligence with the proauction of stateu quantities ot 
coal by given dates. 

We have recommended on several occasions that diliyence 
criteria be sufficiently flexible to allow Interior to make SOUI~CJ 
judymerits on lease cancellations. we continue to believe tnis is 
necessary. 



ii i 11 cJ <a i”l ;ly 1 9 ./ b , J.nt eii ior 11as been attempting to designate 
ii 1 1 j r (.! 1 9 ‘/ h 1 c il ii t’ ::; a s 1 4 M I i s , dppareritly as a means to sirrqlify 

I:111 (,I I:~!lliL’lIt. 0 i (1 i I itjeric:tf L r2qiii rements on these leases. liowever, 
lll<lII’~ 01. tileis ’ lt:a.c,e& 30 not appear to qualify as Lrlcls, anJ it is 
lJll’.!:;t il,rl;lt;il c’ wtlt,t.tlc?r Interior has a legal basis for even makiny 
I ; I I c : i I d (1 t s i q I-I d 1. i o n . 

,l’ttt-: p~UlJ1til1’l has gone unresolved for 5 years, ancl we uelieve 
1 t 1 :; time tar t.tle iss\le Lo be settled. vve understand that the 
inter.ior jolicitor has now deterrnineu that pre-137b leases are 

not. I,NU!3. we wo111d sucjyest that tnis position oe maoe known to 
t tact ,.~l~t,l ic a:; soon ds practicable. 

our work suggests t.hat tne coal mining and reclamation plan 
(mine fjliin) review process as implemented by the Office of Surface 
Plinincj i{ecl amat i.on and Enforcement (XM)‘ causes duplicative envi- 
r(Inmerltal reviews. In some instances both the OS14 and a State 
wi.11 review mine plans and prepare environmental decision documents. 
1’tit.f c!Ilv i 1 onment ill review process is costly, staff intensive, and 
t.imc: (.orl:;umincj. Any tinnecessary duplication of effort oy ijg~l 
2nd :; t 2 te aqene i es should be eliminated. In light of both the 
I~(Jt.clrltiill. for regulatory streamlining and possible budgetary 
savin~j:; in this area, we believe you snould consiaer possiole 
ways, several. of which are discussed in the appendix, to eliminate 
costly ;jnci time consuming duplication in the environmental 
r f.! v i c! w p r 0 c (I’S 5 . 

l.‘i<l,R PilUCL4;S:;.l NG (.:Cj~Jl,l~ tik; --.._ _ - - --._- _-. 
l.:NHANCEl., Wl’l’ii Si!4c&C”!.-l&Iib; ..-. _ _ _. _-. - - ._. _-.- -.. - -. -.- - 
Ict~:Al, t :i,r I c: J,A’rR KEt,jb .LHL:ME,d’rS -_-_ . .._. _ . .-...__. - -.-.- ____- -.-... - -.... 

About L7U preference r i(j~it lease applications (PltLks) for 
k’P(It^ll ;I 1 coal 1 ease:; i1avc been awaitincJ adludication by the Oureau 
of I,qltl~i &lan;rqt!ment.. for: tip to 15 years. The processing or tnese 
co111 r1 tic’ expedi ted by waivintj the application of new and strln- 
Ijet t rr;(~ulat.ions tilat were not in effect at the time tne pros,+ct- 
1 rl ~,j VI il :-; dorlc: 2nd the lease appl ications submitted. 

I’ 1 I t” 5; t’ r e (j I I 1 d t- i 0 II :; reyoi re economic and environmental data 
f II<_1 t TIC: i.tiler I.nt c:L ior no01 the applicant seem capable of aevelop- 
i flij { t i1ur; rf!r’l~lt>~ i IICJ any st.tempted compliance wi tll them relatively 
[IIC’~III i IIL~ I c’b;:; , j f. i!ot i.illpb:;siiJle. Furthermore, it is largel;y uata 
t Tad t i :; 1’~ otJ;lt,l ;’ not. needed at such an early stage of cievelopnerlt. 
011 f (.~(ju I ilr .LPs~c:; t-iii:; typo of data is not recluired until 3 years 
df t~‘r tl1c lcd:;c i I; i.:;:;ued, which appears to make the P!Ititi reyuire- 



ments [Jremature as well as redundant to tne normal lease uevelog- 
merit process. 'I'hese reyulations could probably be relaxea to 
e x ped i t e ~1 r 0 c.: (.! :.. :; i r~' j wi. t.hout IeopardizinLj the environment or 
timely Gevelopment . 'The leases could be processed rnucri more 
exgeuitiously anu at tne same time reduce the admiIll.strative KIUK- 

den orI Interior and the spplicants. 

Based on the above observations, we recommend that you 

--clarify the definition of maximum economic recovery and 
its implementing regulation witn a view toward 
simplifyiny its administration, or as an alternative, 
seek legislative relief from the requirement that no 
mine plan be approved that uoes not acnieve PIER. 

--evaluate the possibility of relaxing existlny ailigence 
requirements, to acknowledye circumstances wnen market 
conditions or other factors make strict compliance with 
existiny regulations impractical, 

--base LMU designations on definitive criteria ratner 
than arbitrarily aesignating all existing leases as 
LMU's, 

--modify present procedures for processing preference right 
lease applications to eliminate requirements for aata 
that many applicants seem incapable of developing anu 
which appear not to be needed at sucn an early stage of 
mine development, and 

--consider ways of eliminating costly anU time consuming 
duplication in the environmental review process, inciud- 
ing the possible need for seeking legislative change. 

More details and other sugyestions are contained in the 
appendix to this letter. 

As you know, section 236 of the legislative Heoryanization 
Act of 1970 requires the head of the Feoeral agency to submit a 
written statement on actions taken on our recommendations to the 
Senate Committee on Governmental Affairs and the house Committee 
on Government Operations not later than bu days after the uate of. 
the report and to the House and Senate Committees on Approprla- 
tions with the agency's first request for appropriations made 
more than 60 days after the date of the report. 



rle are sending copies of this report to tne four committees 
mentioned above and to the Chairmen of the energy-related congres- 
sional committees. We are also sending copies to the Director, 
Office of Management and Budget. 

We discussed matters presented in tnis report with Interior 
officials and their comments have been incorporated into this 
report as appropriate. 

We plan to reassess the issues discussed in tnis letter at 
an appropriate time after your study and regulatory proposals 
have been completed. We appreciate the courtesy and cooperation 
extended to our staff during the review and would appreciate 
being informed of any actions you take as a result of our ooser- 
vations and suggestions. 

Sincerely yours, 

Director - 
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APPEN~JIX I 

Maximum economic recovery (MEK) is the concept of assuring 
tlldt all economically recoverable coal is mined. Not only is it 
very important to tile development ot Federal coal, but also to 
~~;uc:t~ aspects of. the process as the formation of. mining units, 
mine plan approvals, and the determination of production quanti- 
ties needed to meet diliyence requirements. Under the Federal 
Coal Leasiny Amendments Act of. 1976 (E‘CLAA), no mine plan can 
t)c approved that does not achieve MEh. In spite of this 
importance, almost 5 years after the concept was introduced, 
many problems still exist with its implementation. Specifically, 
it appears that 

--a workable definition 01 MEK has not been achieved; 

--the regulations for calculating MEK necessitate 
excessively detailed data submissions and 
analyses that apparently cannot be complied with 
prior to commenceme.nt of mining; 

--the coal mine plan approval and monitoring process 
can achieve much of the purpose of MEW; 

--the concept of MEK may not be achieved in those 
cases where bypasses occur. 

lrJe believe there is a need f_or prompt resolution ot the MEK deli- 
nition and administration problems as discussea below. 

Principal. obiecJ.i.ve_s of. MEK - -. _._ 

A review of the legislative history of FCLAA shows that tne 
t)asi~* intent behind the MLK reyuirements is to prevent mining 
only the most profitable portion of coal tracts, to maximize 
recovery while minimizincj environmental damage, and to provide 
specific authority to Interior for the formation of mining units 
to aid in this ob-lective. 

'l'tre concept of MEK was introduced by FCLAA whicn 
I cquired that. prior to issuing coal leases the Secretary would 
(jetermine which mining method(s) would achieve tne MEK of the 
co a 1 and t ha t y af.ter leasin~,~, no mining plan for Federal coal 
would be approved which did not achieve MEK. The act did not 
define Mb,K nor were indications provided as to how it was to be 



<if,t f’1 II; 1 I!i’iJ. Accordinq to Interior’s Assistant Solicitor for 
1 IIl’,t,r,l ( P~II~(~I<IlI;, tttr, ;li’t 1 e f t to t he d i SC r e t ion o f t he Set I’ et. a r y 
1 /If’ (j(‘-,‘f I r)I,111(.rlt. of MI,:R (i~f initions and i.mplementing procedures. 
‘l~llf’ ~lc~tt~~~r~.ir~~it ion of MFR is the respon s i h i 1 i t y 0 f I n t t’ r i 0 I- ’ s 
1 ;fto I (JCJ i(~,i 1 SUI VC.‘Y (GS) . 

1’1 i,l-: (If. f i t1 i t ion i :; u n c: 1. tf ;1 I~ I ” . - .---....--._l---le .----- 

‘I’llf. c)xist inq regulatory definition of MER and the proposed 
1 ~‘G~II I <it ions for it:.; determination are not clear. In our 1979 
“f’lJ<ll I :i :; Ile s ” report 1/ we recommended that Interior publish 
j :~,~.,I-~~(~ i ! maximum econ??mic recovery regulations. We also stated 
tii,it wC--t,fhl irvch it is essential for industry as well as Interior 
t 0 ~IIOW (bxactly what the rules and criteria are for making this 
iif’! (81 ~rri~~;-lt i.on. 

Irl .July 1979, the following current definition of MER was 
1 styli I i r;licbcj : 

” ‘Mla;R means that all portions of the coal deposits withi.n 
t Iit> lease t.ract shall be mined that have a private incremental 
c:o:;t of recovery (including reclamation, safety and opportunity 
CyO!;t. !zi ) 1 f?SS than or equal to the market value of the coal.” 

III M<iy 1980, proposed regulations for MER data submissions 
wftf (’ Ijut) i.shed, but they have not yet been finalized. 

‘I’odiry , some uncertainty still exists regarding the current 
MI':I( tlef inition and regulations. As recently as January 1981, the 
t;:; lical)uty Conservation Division Chief for Onshore Regulation de- 
Vf’ I (.lpr~(J ;I MEIi discussion paper which stated: 

“Onrt reason for this discussion on MER is that there 
i s a need to solicit field comment on defininq exactly 
what MER is and how it is to be plied.” (Underscor- 
x<j--lEmd. ) 

l~:x~rll.irldt.ion of Interior documents suggests that such terms as pri- 
VtI t (’ inc:Iemental costs and opportunity costs are still unresolved, 
,111cl tlow much data lessees must submit to calculate MER is still 
I I r I ( 1 f h r t: d .i n . We believe Interior may want to examine whether these 
(1fmf initional problems could be cleared up by a thorough explanation 
II, t h(.b r-<bgulations and a rnore simplified definition and application. 

I ,’ ” I :,!;IIf 5:; Facing thy I’ul (ire of Federal Coal Leasing,” EMD-79-47, 
,ltlncl %‘), 1979.’ 

2 



APPENDIX 1 APPENDIX I 

Otherwise, Interior may want to seek legislative relief from 
the provisions of the FCLAA that require the achievement of MER 
prior to mine plan approval. 

In addition to the definitional problem, an overly sophis- 
ticated and precise analysis of MER may also be questionable (and 
IJerhaps unwarranted ) because 

--MEH cannot be precisely calculated and is constantly 
changing and 

--conservation and avoidance of coal wastage are 
largely assured through the GS technical 
review of the mine plans. 

These problems are addressed below. 

MER data requirements 
%y_be overly detailed -- -___ 

The amount of coal that can be economically recovered--and 
thus, the calculation of MER-- is directly related to many 
imprecise and/or constantly changing factors. These include the 
(1) complexity of the geological conditions in which the coal 
deposit exists and the imprecise knowledge regarding these condi- 
tions until mining commences, (2) state-of-the-art in mining technol- 
ogy and the technology available for use by a given lessee, (3) 
coal industry economic climate in general and the competitive 
level of coal prices and mining costs in relation to a particular 
mining operation, and 4) the effect of transportation rates on 
the demand for coal. As a result, MER will always be based on 
approximations, and will be constantly changing. 

MER cannot be precisely determined we- 

MEEt determinations for mine plan approval cannot be precisely 
calculated because they are based on geologic estimates of only 
general reliabili.ty. Coal reserve estimation is not an exact 
science, and even under the best conditions the estimate of coal 
reserves considered recoverable from a given tract could be off 
by as much as 20 percent. The quantity of geologic evidence 
generally available for reserve estimation is insufficient to 
reduce this margin of error. Obviously, as mining progresses 
and more geologic data is acquired, the reserve estimate becomes 
more accurate. However, the actual coal reserve quantity will 
not- be known until mining is completed--much too late to be 
of value for MER purposes. 

Ry definition, coal reserves are that portion of the coal 
resource base which can be economically mined at the time the 
determination is made (i.e., using current technology). The 

3 



APPE:NDlX I 

tdz,t iiif,lt f’ of (:()a 1 r C’!;e! vC’!j considers the general economics of 
I 111~ III ’ :I I rl(j Ill (‘<!I t ‘/IIt’ of mining, coal qual. i ty and other physi- 

(‘<iI t <lt’t 011;. A dtrtd.i l(:d ref!inement of this economic data wi1.l 
iI0 t ‘~1 ~.~I.rt..ly chtinge thtd margin of error associated with the geo- 
li~lji(’ ticit; and thr~ MKR coal tonnage figures will thus still 

t 1, b :;ii/i jr,<-t. to C!TIZOr8 of up to 20 percent. 

Ml,:f( wi 11 11c.b corI:;t-ar'ltly changing _ -..-._ _-.-..- -.- ---.- ._-- _ ._..L____.___.^ --__ 

f3l.(.d1.1!;(~ tllr! factors affecting MER, i.e., geologic knowledge, 
111 I II i I)(/ t f!c:tlIlol oyy , dnd economics, change over time, so does the 
MP:k I ~(~III’P i t.sr!l I . Tkic? precision of any calculation may be 
,( f 1 (51.t (~(1 t)y unf orcseen geologic complex ities encountered during 
1 lir* 40.-ye;ir 1 if f: of a mine that could change the reserves origi- 
II<11 I:, (1:; t imatcci to be minable and change the cost of mining. 
I, i kt~w I :;tk , c:llann(lc~s in technology and economic conditi.ons could 
,I 1 I fAC.1 I11e cost of mining and recovery rates. 

‘I’llt’ III i IIO 11 an al2rovd 1 yrocess I .7- ----.- - .--- -.__-_... -~- 
r”,i”~l~ ‘;.,c:~I I ovc’ much of the MER objective - - - ..-.. -- --.-~-- 

I$(A:;ed on our preliminary review, we believe that GS makes a 
/ I)IL~ (‘r t.cd eff:ort to prevent avoidable coal waste through its mine 
f/l OII I c!vicw process, and may be able to achieve much of the 
~~lrjrhc~t ive of: MER through this process. In actual practice, this 
I :s t t1ra way GS is now assuring itself of MER. Interior has stated 
I tlllt tIltby believe the mine plan review process meets the legal 
I t:c]u i I ctments of: MFR. 

WC were told that prior to the introduction of MER by FCLAA, 
c;!; a:;:;ured itself that this concept was achieved through review 
<irl(1 al,l~roval of mine plans and by supervision and periodic 
i n:;lJe(*t ions of actual mining operations. The adequacy of the min- 
i~I(j lilans was determined by evaluating such factors as: method 
of mirling, coal thickness and quality, overburden and interburden, 
(1 c ( :C s :j to the coa 1 , mine equipment and costs of mining, transpor- 
t dt ion, and value of the coal. Often mine plans were modified to 
(.llclngt.b the total quanti.ty of coal to be mined, and after opera- 
t ion:; (:ommencecl, further changes were frequently necessary t-o 
<i (i ‘i II I f’ . I that coal was not wasted. 

Web rtdviewed the MI:Ii portion of GS’s technical adequacy review 
01 IUIIIC plans and mine l)lan modifications, to determine how GS was 
li:;:,[~t.i~l(~ the prevention of avoidable waste. For pre-lease assess- 
Illt’t’l t :;, we found that the MER determination consisted basical1.y of 
11 fit.A:;i:t. i pt. ion of t-he coal re:;ources, the method of mining, and an 
t,:;t imate of the recoverable reserves. Post-lease MF:R cietermina-- 
t i orI!, c”otlsisted of- geologic and engineering assessments of the 
irjl(‘r (.dt or ‘c mine plan, together with recommended stipulations to 

4 



APPENDIX I 

/II ! f”.fVf <I 1 (‘,I!:l’!;, c;:;, .in cooperation with the 
!>,I1 vt y .I~](‘rlc~ I I’!;, ~Icivt:lopt?d improved methods 
<IIlfl r,oi;u(,r!i-i nq of. mining , and required operators 
I ‘) lI!,i* t tlc~lrl. ‘I’h i :; resulted i.n operators extract- 
III’1 ‘11 (‘[it (‘t j)o;t ion:; of mine support areas as 

t Ill’ I I 111 1 II 1 rI(j I (ht 1 (ILIt l.bCj. 

Ill ,1rrot t101 (.‘il fi(’ , GS relaxed its r-equirement for 
t Ii<’ II’ 1 II i [I(] 0 I crtlriit. ional coal upon a recommenda- 
11011 il;i t 11c.* !;t.;ltP. After consulting with various 
,rijc’rl(’ i (b:; I t tlrl !:t ;1t cb c.:oncluded that the coal. was 
II’)~ melr kc~tsL)lo under State law. 

--II1 <I I, imi 1 i.ir C*;IC;C, t.he insistence of GS that the 
C,jic’r il t OK Ill i IIC’ J nt carrnittent pockets of coal 
:,t,j~(~r F.I~ (3 f r om t1lr: main stream led to over 2 
‘/I,#11 I; of (‘err c~:;pondr~nce, meetings, and additional 
11,1t,i i, I J 1 )III i :.; :-; i 0 II :.; . Th i s issue was finally resolved 
lri”‘rl 4’1 :;trowinq t Irat the: coal in question was of 
I i~ti pcrcbr <‘1 cjr~;ll i t y t I) be marketable. In this same 
l’,l!.l’ (2:: I’Y illI 1 t 11 t c,tl t hf) atlqcr m.inincj of: coal under- 
I i lll’~ <I wt 1~11 if0 tjuf f t’r zone becausct the recovery 
I <II i 1~1 t.I~(a i-~r c)I)c~:-;cJc~ mining method would be too 
I ‘iW 4lllfl (1 11 y f \lt.ur CL mining would be impractical. 
!“, t t i r :.ravfsr ;:I I y(‘Cjr :; of’ negotiations, the buffer 
; iJ;ll’ WI1 !i I f’IIlOVf’(l C1ll(l t- hc> mining of t hr.+ coal t)y 
Ii is/t1 1 (~~‘ov~,~ y :;l~r f ;I(‘<’ methods wa:.; ;lI)provc~tl. 





APPENDIX I APPENDIX I 

timely manner. According to GS officials, no other bypasses 
have occurred since August 1979, but the potential for further 
bypasses is quite large. 

A cursory review of a lease map for the Gillette, Wyoming, 
area showed a significant number of potential bypass situations. 
The coal outcrop line in this area is almost without exception 
outside the various lease boundaries. Further review of this 
area by GS showed at least 24 potential bypass coal tracts 
which ranged from 5 to 960 acres and comprised a total area of 
about 4,400 acres. A similar preliminary assessment by GS for a 
Colorado area identified 14 potential bypass tracts of 40 to 640 
acres totaling over 5,000 acres. 

Conclusions and recommendations 

We believe that regulations requiring detailed, sophisticated 
calculations of MER based on estimates of geologic data are overly 
burdensome and may be impractical, particularly since the primary 
objective of MER appears to be achievable through the mine plan 
approval and monitoring process. Interior's approach to implemen- 
tation of MER will result in estimates of only general reliability 
which will have to be frequently redetermined. 

Accordingly, we recommend that you redefine MER and examine 
the implementing regulations with a view toward keeping the reg- 
ulations and their administration as simple as possible. Care 
should be exercised in clearly defining and explaining terms 
used in the regulations which are new or not widely understood 
and accepted. We believe the mine plan review process may be 
able to achieve much of the objectives of MER. Should it be found 
that a workable definition of- MER compatible with pre-development 
circumstances cannot be devised, you may want to consider seeking 
legislative relief from the requirement that no mine plan be 
approved that does not achieve MER. Furthermore, we believe it 
is necessary for Interior to give priority attention to the po- 
tential waste of coal resulting from bypass situations. 
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01~ 111 I,l(;ENCE IiEQUIHIJM~:NTS TO PIIE-1 976 1,EASES - - _-..- ____--_ _______._ ~ --___- ----. ------_---_ 

‘IlIe Interior r)epartmc\nt has issued certain regulations since 
1076 (Ii rectetl at achieving more tl i 1 iqent. development of Federal 
(‘Oil 1 1 (?ases. Uur prtl iminar y work suygcsts that these regulations 
lack ttlc flexibility needed to take into account all t.he factors 
,~f 1tbc-t ing timely development of t.he leases, and could result in 
1 ot (.in(I development. of certain lc:sses before market. demand 
m;jt (‘I iii 1 i zes or , forcing t-heir cancellation just about the time 
ric~mdtlrl mat cr ial i ze:;. This rigidity stems from basing diligence 
011 t tit, production of stated quantiti.es of coal t)y given dates. 
A(.(:or(Iing to Interior, i./ leases which contain as much as 36 
I~r~r(,~~nt of. the coal r es:rves of al 1 pre-1976 leases will probably 
t1ot t,ta able t-o meet t hrA cl i 1 igtnce requirements. 

A:; we stated in our report on Coal Issues and reiterated in 
011r r rlI)or t. on Stream1 inincj Mintlral Leasing, _?/ 

“A factor that should be considered in evaluating diligent 
~l(:~velopmcnt criteria is whether they are sufficiently flexi- 
t)le to allow lnterior to make sound judgments as to which 
leases should and should not be canceled. A main objec- 
tive of the criteria should be to establish a balance 
IJctween timely and orderly production of coal consistent 
wit-h market needs and avoid premature cancellation of 
1 eases. ” 

Alt.ernatives to the existing diligence criteria were also sug- 
gested in our “Issues” report. 

I”.ac: kgSE_ound -_-- --_ 

The production requirements levied on pre-1976 leases by 
Interior’s May 1976 regulations consisted of two distinct parts 

--diligent development - achieving production of 2 l/2 
percent of lease (or LMU) reserves within 10 years 
(by June 1986), and 

---continued operations - production at the rate of 
1 percent or more a year thereafter, with provisions 
for unavoidable suspension of production. 

l/IYinill Environrnent.al IITipL3Ct Statement Federal Coal Management -- 
Pr 0cI r am , Department of Interior, April 1979. 

%/“Pos:;ible Ways to Streamline Existing Federal Energy -_ 
Mineral Leasing Rules,” E;MD-81-44, January 21, 1981. 
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b’a i 1 111 (’ to merbt. cti t.her. of these requirements could result in 
1 (_’ 1-I !i t.’ t tarminiit ion. 

b:xtensions are granted in certain cases, and Interior also 
tl‘l!; t tI(a ;iuthor ity t.o r;usp’:!nd the lease provisions and to waive 
t’fzr t (I I II t c*rjilj I <bmtrnt:; for clootl cause. However, these rigid dili- 
(jf’nc:” rrb({uir r.Iments f ai. to recognize the importance of the coal 
ni;ir kfJ t , t.trfA long t.imca and extensive preparatory activities needed 
to (Jf’t UIltlf~vr~ 1 (.,I”“1 coal into production, and the diverse conditions 
:;ur r 011ri(l i r~cl t tl(I loa:;~~:;. 

Mar ktat factor:; could inhibit ----- .-.,-. -.-- .-.. --,---. __-. 
c:orr~~ I 1 anctr _.--- WI t TV cl I 1 ilence -..-- - --._ .-- 
jmm:yuI i:r _Ir$riC;n_tr; 

-.- --. ..-._.__ 

Wtl i)(t I i(bvt.: appl i cat ion of: diligence requirements should prob- 
;11~ly rr~~~l\~clr~ con:;id(:ratic)n of market factors. Demand is as 
i mpor t ilrl t ilz5 SlIppI y in producing coal, yet Interior regulations 
:;pec:if i(.ally stat-t: that- weak market factors are not valid reasons 
for ex tens iorl of- the diligence time frame. In addition to waiting 
for rnarkcts to materialize, the lessees’ problems are further 
complicated t.)y the long lead times needed to complete environ- 
mental analyses, obtain equipment, prepare mine plans, etc. 
Gcnt:rslly, firm markets cannot be established until coal delivery 
CdrI IJf’ a!;sUrfdd. 

t;‘Glure to consider the market for coal probably contributed 
to the perceived excessive leasing prior to 1970 which led to the 
current dil.emma. However, conditions are changing, and a second 
failure to consider the market for coal in leasing considerations 
wil 1 not. guarantee production. Interior’s own new coal leasing 
proyram indicates that a need for increased coal availability 
exists. It seems incongruous that on the one hand Interior is 
issuing new leases (a long process in itself), and on the other 
may t)e taking steps that will. terminate existing leases that might 
have potential to be producing in the near future. Interior’s 
coal policy officials told us that their objective is to cancel 
only those leases where production is unlikely and serious efforts 
t-o develop are not underway. They said they would work with 
<ieVe lO~Jt?fIs who were making good faith efforts to produce, and if 
t h C.l 1 e s se e s failed to meet the 1986 deadline or even the 2 l/2 
jtJC!?rc:t’rlt production f .icjure, no actions to terminate the leases 
WOIJ 1~1 ~)CJ taken. Th i s is commendable, but is not reflected in 
the r(!(]ulations and it would require extra administrative effort 
lor both Inter ior and the lessees. 
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The diversity of lease situations 
also sugqests a need for flexibility 

Some of the lessees also may not be able to comply with dil- 
igence requirements because their leases 

--are small and would require additional Federal 
leasing or acquisition of other coal rights to 
form economically viable mining units, 

--are located far from transportation routes, 

--are in areas with environmental problems, 

--contain coal that is of poor quality and thus 
is not competitive with higher quality coal, and 

--contain coal that is costly to mine and thus is 
not competitive with coal that is cheaper to mine. 

Some of these lessees may not be able to produce in the foresee- 
able future under any circumstances, and cancellation of their 
leases might be appropriate. Other lessees might be able to pro- 
duce if they could obtain additional leases. However, it is 
likely that many of the lessees will be unable to obtain addi- 
tional leases needed in time to meet the diligence deadlines. 
This same situation is faced by leaseholders whose eventual pro- 
duction depends on additional coal resources covered by PRLAs 
which are not scheduled to be completely processed until December 
1984. Thus, it appears that many leaseholders, even if serious 
about developing their leases by 1986 to meet diligence, would 
be stopped by the operation or inoperation of other Interior 
programs. 

Possible need for 
chanqe in FCLAA 

There may also be a need for Interior to seek a change in 
E‘CLAA in order to implement more flexible diligence rules. While 
Interior has maintained that the pre-1976 diligence rules were 
promulgated under the authority of the Mineral Lands Leasing Act 
and generally not affected by FCLAA, more flexible diligence rules 
may be negated by the language of Section 3 of FCLAA which states 
in pertinent part: 

“The Secretary shall not issue a lease or leases 
under the terms of this Act [Mineral Lands Leasing 
Act] to any [entity] ***where any such entity holds 
a lease or leases issued by the United States to 
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illH I I” 1’; 1’1 fAtat ion of this provision is that a lessee who 
I c; 110’1 j)~ I,~~IIC- iilfj f ram d pre -1976 coal lease by 1986 could receive 

IlO 0 t. jlth X I;I J. lit’1 r.1 1 1 Ca!c;C.?. 2’ h i s provision appears to us to be 
r’xt I I l’;t’I ‘J 

. . ...“_.-- .-,. S.-w 
:,t : 1(.-t j or several reasons: 

c LJ’}] (1 pr~jv1sion as written applies to all minerals 
~.ovt! r.tsr1 hy the Mineral Leasing Act. Thus, a 
<:l1;1 I 1 C!SSC!Ck?, engaged or interested in other 
m irit>ra 1 ,c; such as oil and gas, and who for good 
I’ I* d so II 2 cannot get his pre-19’76 coal lease into 
1” ociuc.t ion by 1986 would be barred from obtaining 
ottl(r mineral leases while holding such lease, 

“’ ..,ri iIf> 1’1.’ <11lpt-‘ar to be no exceptions to this provi- 
:;ion for I’re-1976 leasesI including one for 
I t’L;c; t’(.!:-; who obtained 5-year extensions to 
t II~# Y I (1 1 I iyence dead1 ine under the existing 
I IbCjlI 1 <It:. i.ons, 

. . ..- ! I’!;!; ta(::; who need addi.tional Federal coal to form 
l,MU:i 3nd who do not succeed in obtaining new 
1 (.‘ill;(“!; in time to productb by 1986, face a 
tl i 1 t:r-rrrnd ; 

---.t 11t:y cannot develop (produce from) their 
I t ’ d !; t.’ R unt.il they yet ddditiondl. leases, and 
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,JIIII~~ 1 OtNNi, . w i 1: ii i,ri:“*: llil<h ~;-..ytjar extensions in certain cases) and 
1 Ill / I, : llllllll 1 f r~ll~~~~t Eor~ crf I ljt’rcent per year thereafter. The FCLAA 

vv < I ! , !,lJl~!;t~~~l1t~rl~ I ‘[ f”ll<lI 1 (.‘Ij ,’ ijloviding among other things that lease- 
il0 1 (I(: r (‘oII!tt”ll t i <: I ~~(1~~ i I t!tE to include pre-1976 leases in LMUs. ..-----_1m-_I 
iilt ticril~lti Tr?t r.7 ii) r rfbvi:,t.“rj it :.; May 1976 regulations after the 
i~nC~(;t mf’ri t I t’ ( t ‘il,h i II <.iri ,11’1-k.+rrlpt to make the regulations for pre- 
1’9 I(, lt*cl~.t’! l,~~:;ii r;t.t’ri: with t.tle act, these revisions did not 
I l’T,f, I VI’ t tit }‘I ii)1 I rt111:; wil.lI I,MUS and di.ligence because of continuing 
It’cjtl I f~1”‘“‘,1 lrrll:, airit 1 IrIb ~r~:~~r:rt.ain applicability of the definition 
0 1 ‘Ill I,MlJ t II i,iJllir’ I’X ii:>t i.I!(j leases. 

II 
. . Y ‘III (II t’,j 01 14-~ncl in wkich the coal can be 

cltavt! 1 <il,t*‘i it1 <in uff. icient-, economical, and order1 
111dIl~lt’r $1:; (1 (1111 i t x’l’%“W8?% regard to conservation of - -.. _. -. .- _I ~ . I.._. I “.__.. ,, ” 
(‘Or1 i I t’!:f’K vi.“:, Cjr~J other resources. _ .I” I.-- _ ..,I .‘----~.w-l*.-I’~-.-. A logical mining 
;;i;‘“-f~‘iS’ mdy corl:;rst of one or more Federal leaseholds, 
,ir~c;i III~JY inc:l ude intervening or adjacent lands in 
wh ict1 t..t1t, United St.s.tes does not own the coal re- 
:JoIrL’\‘t.‘:, , Ljut: all the lands in a logical mining unit 
mu:;t t/tb under the effective control of a singie .---.....“e--.... ..l- 
OJ.’ r cl t 0 I able toq be developed and operated as , % 
~*~~~~~~~~~~.~~~~~~-‘t ion ‘lnd be contiquous.” (Underscoring 

_’ . 

Il(,WCVC.! r’ , l~t2cctu6e of size, location, environmental problems, 
coal quell it.y trondit i.ons, and other reasons, a great many of the 
1” U-1 976 lf..?JSrA!.; apparently cannot conform to this definition. 
I II t: t:: r i ( ) r e s t: i ma t. ti s ttldt over half the Federal coal leases standing 
4lonf: would ~IJVC insufficient reserves to economically supply 
high volume ~80s I ~users such as electric utilities. 

‘I’her TV i:, <.I jidrticuldr problem with the contiguous requirement 
in t11f.t I,MlI clt~t ixli: t iota. C’ontiguous is defined to mean that all 
1311(~:; in(‘l llcitbfi i 11 ,~IY l,MII must at 1 east touch on one corner. How- 
ovt’r , <~JL~~,s tAxi.St: where COdI lands may not meet this definition 
for (~eoloyic, ~,wnt~r:sil.iI.r, and other reasons. And for a variety of 
0c:onom ii: , c:nvirorxmental or other reasons such areas should be 
mined d:, j unlit, t,ut. hc?illy non-contiguous, this would not be pos- 
:iit)le undct (:x is1 in(~ 1dw:i dnd regulations. The definition of LMU, 
,in(i ~-0rlt i(juit y in ~)dr.t i(:tlldr ) should be flexible enough to permit 
t.11t+ f of mdt ioll ot I I 111 k’ “~o(~Icdl” mining units, considering geologic, 
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c’ng j nfAer i ncj , mining, economic, environmental, ana other concerns. 
Ln our “Coal Issues” report 1/ we suggested that this contiguity 
requirement needed to be cargfully analyzed. 

Uncertain legal status 
of pre- 1976 leases - - 

The oesignation of each Federal coal lease as an LMU and the 
FCLAR provision that pre-1976 leases “may be included with the 
consent of lessees in such logical mining unit, . .." have created 
an apparent conflict. This led not only the coal industry but 
also one of the principal congressional sponsors of FCLAA to 
contend that the regulations were illegal. Interior's stated 
reason for designating pre-1976 leases as LMUs was to simplify the 
language of the regulations by allowing diligence to apply to LMUS 
rather than leases. While this may have merit, and although the 
regulations were subsequently revised sever,al times, this LMU 
designation was not changed and has been the source of continuiny 
confusion, comment, and criticism for 5 years. 

It is our understanding that as a result of Interior's cur- 
rent review of the coal program, Interior's Office of the Solicitor 
has now determined that pre-1976 leases are not LMUs. We believe 
this to be a step in the right direction for clearing the air 
on this subJect and we think it would be aavisable for Interior 
to make these interpretations available to the public. 

Conclusions and recommendations 

The attempt to designate all existing leases as LMUs is 
undesirable, if not unworkable, j.n many cases, and is of question- 
able legality. we recommend you direct that existing leases be 
formed into LMUs based on definitive criteria that considers 
owner's consent, tract size, geology, etc., rather than on arbitrary 
and universal criteria. 

DUPLICATE KNVIRONMENTAL REVIEWS 

Our preliminary work suggests that the mine plan review pro- 
ccss as implemented by the Office of Surface Mining Reclamation 
and Enforcement (OSM) causes duplicative environmental reviews. 
In some instances both the OSM and a State will review mine ;?lans 
and prepare environmental decision documents. The environmental 

I/ "issues Facing the Future of Feaeral Coal Leasing," 0ll)-79-47, 
June 25, 1974. 
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1,“~ 1.:~1,,1t.i VP bdck2:ound _ -. ._. -- -.-._. -_--- 

PI 1 rlt’ pliins on Federal coal leases are reviewed unaer the! csn- 
‘I/ I I ~Jlllll(~rlt.3~ protection provisions of two laws having similar pur- 
iJO!,(‘!, . ‘I’ilc-1 National k:nvi ronmental policy Act (NkPA) was passed 
I 11 1 V’/U to 1)romote efforts to prevent damage to the environment. 
‘PI I t ’ :;II~ 1 ,1cft iv1.i ni rly Control and Reclamation Act (SMCRA) was passeo 
I II I ‘t I’/ :,/~~~(:ili,~ally to protect the environment from the auverse 
rtl ll*t.t :; of surface coal mining. Besides purpose, there are aadi- 
1. I Oll‘l 1 :; imJ larj ties between NEPA and SMCKA and their implementing 
r t’rj II 1<1 t. I Oll!j . I3oth have publjc awareness provisions, provide for 
1~111,l I c: 11tadr j rigs or public meetings, and proviae for ootaining 
~:(,iillllt’rIt..!, f ram ;~tlected Federal, State, and local government 
,J~~CJIIC~ 6’:; ,I!; well as the public. 

IJI,;IJA r(!c.ui I emerits . . . . .-. __- ..__. -.--_ 

i):-iM, III it:; regulations implementiny NEPA, requires that an 
(~rlvirorlrn(-Arlt;rI assessment (LA) be pxeparea on each mine plan cover- 
I r11j t*‘ctdc+r (11 coal leases. An EA is prepared to determine whether. a 
I,1 c,jJo:;c’tl Ir(:t..iorl will likely have significant environmental impacts. 
If ttlci proposed action may or will result in siynificant impacts, 

<AIL cxllvj I OIllilf?t~t~.l impact statement (EIS) is preparea to assess tne 
J ill/~?3Ct3. 

..;MCHA also provides environmental protection through spe- 
c:i f ic t::rlvironmental protection performance standards which must 
0~’ mcht- t)clf ore a mine plan can be approved. SMCRA requires that 
mi IIf-1 r.eclamati.on plans contain information on the existiny 
i?nvi ronment, direct impacts of mining, some indirect impacts, 
dt~tl mi t.. i (jdt i ve measures. ‘I’his envi.ronmental impact information 
i L; tdk(‘rl 1 r om tile mine plan and incorporated into a Technical 
L1~~(.i 1,;11vi I orrmental Assessment (TEA) . In addition to meeting SMCHA 
r t’(lu i r tbments, the TEA was also intentionally designea to serve 
(A:; input- to the EAs and EISs prepared under N.&PA. 

Marie pldn environmental review on --. _.-_-__ ._ ._-___ 
l+‘(ideral lands appears duplicative -.._ -.___.__ __--. 

iJ:;M tlas primary responsibility for regulation of surI.ace Coal 
1111 1.1 J 11tj ori F~ddF!tll lands, but this responsioility can be uelegateu 
t.0 :itdtf!!; thr ou~jh cooperative agreements. The basic purpose oL a 
i:ooj,ttrdt-iv(! dILjrcAc-‘mernt is to eliminate State ano Feoeral oupiication 
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of regulatory control. All six major Federal coal States either 
have or are in the process of signing cooperative agreements with 
I n t e r i 0 r . 1f there is a cooperative agreement, the State reviews 
the mine plan and prepares the TEA; if not, OSM does it. 

floweve r , even though the TEA addresses both SMCRA and NEPA 
reyuircments, OSM will still do its environmental reviews of the 
rninfh plan and prepare an EIS when it believes impacts may be sig- 
nificant. Th us , the State reviews the mine plan and prepares a 
'I' E A . OSM also reviews the mine plan and prepares an EIS. While 
the IIIS assesses only NEPA compliance, the TEA assesses both NEPA 
and SMCHA compliance. 

OSM officials told us there was little if any difference 
between the EA portion of a TEA and an EIS in content and State 
officials we talked to all agreed that preparation of both docu- 
ments was duplicative and unnecessary. Neither the State nor OSM 
develops new information on impacts during environmental evalua- 
tion: in both cases, this information is taken from the mine plan. 

Other impacts of 
the current process 

&asides being largely duplicative, preparation of an EIS in 
addition to a TEA is costly, staff intensive, and time consuming. 

OSM in its fiscal year 1982 budget estimates the cost of 
preparing an E:IS at $250,000. OSM plans on processing 13 EISs 
at a cost of about $1.75 million. This is in addition to the grant 
funds that the Federal Government will be paying States to review 
mine plans and prepare TEAS. 

OSM budgets 5 staff years for preparation of one EIS. EIS 
preparation requires the efforts of staff members representing a 
variety of disciplines such as geology, engineering, fish and 
wildlife, ecology, and hydrology. These same disciplines would 
normally be represented on the State staffs that review mine plans 
and prepare the TEAS. 

Preparation of an EIS more than doubles the mine plan 
approval time frame. The entire EIS process takes 12 months to 
implement. The first 6 months is devoted to preparation of a 
draft EIS containing environmental impact information similar 
to that in the TEA. The remaining 6 months is devoted to prepar- 
ation of a final EIS. State programs in major Federal coal States 
allow from 1 to 5 months maximum for mine plan review and TEA 
preparation. Thus the preparation of an EIS adds 7 months or 
more to the review process. 
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Vi<’ r <*vi r~weii dri bL S and a ,L’EA on a coal m.ine in Wyomi.nq. 
I’rilT<lI 1)s;. f.or minfi plan review and environmental impact analyses 
wci:; (,‘jf ’ I *;I .1 i, II , 11 (I u , wi t-h s;.ddY ,buU for the E:LS alone. The TEA 
,lIl(l t tir I-, I :, ~:or~tajnc~d ~~ssentia11.y the same envi.ronmental impact 
1111 (II rrl,~t.jori. ( I n trLi s casf?, (JSM prepared the ‘ITEA as we.Ll as the 
t, I ,; l,f*c‘i]uLjc’ 1rl.i 1163 I)l,dn review took place prior to the signing 01 
tlrl~ c’rJojJf-‘r <it-j vrb ayrf-!c!mnt with Wyomi.ng. Under the cooperative 
‘l<Lr c’rsmc’l~ t r10w i rI r f. f ec t., the State would prepare the ?‘tiA.) 

( ) : ) i”l c J f f j C i ii j C; t 0 1 Cf Ll S that an El.2 was preparea on tne wyominy 
~:o,I I in i 11~’ l~(~~,ause the Reyi onal EIS prepared by the Bureau of Lana 
Mclnclcjr~mr~nt tl id tlot. ad~yuately di scuss the cumulative soci o-economi c 
i nt~)cic’ts:; of :jlJr 1 LJCi’ c:o;ll m.ining in the area nor did it adequately 
(1 i :;~‘u!;:, b 1 t:(?r-nat i ves to mi ninq. 

rjr~ tLlink it is inapproprjate for OSM t.o prepare si.te specif.ic: 
I, I c, ‘; 1 . OII i 11fii visual mine plans primarily to discuss cumulative 
I J!l/‘d c: t s . i(tbcjional impact statements are prepared for this purpose: 

di10 rlfJcjcil.f!Ci pf’r j odi tally . They provide a more effici.ent means Lor 
(Ii :;c’II:;:; i n(j the cumulative i.mpacts of a number of surface mines in 
d cjr~c)~j r dpiii C iir.f’d. Al SO , we think it is inappropriate to discuss 
<i 1 t-f,r nd t. I vcc; to mininy during mine plan review. State ayency 
(of 1 i c.i d 1 :; told us this should be accomplished pri.or to leasing. 

i:o11c 1111; i OrI!; and recommendations -c-e 

Our work suggests that unnecessary duplication exists in evalu- 
atincj t.tlfb environmental i.mpacts of coal mine activities, resultiny 
in incrC?ased costs and staff effort by reviewing ayjenCieS, anu oe!lays 
j r1 111.i II<’ pl~lin approval. Accordingly, we recommend that your current 
(Irma 1 y:; i i; of coal leasing regulations include consideration of pos- 
s i LJl(’ ways t-o eliminate costly and time consuming duplication in tne 
ranv i r 0Iimf~nt.s 1 revi ew process. Some of the alternatives that would 
r~ljmir~dtf~ dupl ication and overlap include 

---tlavjny States prepare EISs, 

--hsvj nq dppl i cants submit environmental jmpact in- 
1 ormatrjon in KIS lormat as part of the mine plan 
p;ic~aq(~, and 

--ftxtAmptj nq the mjne plan review process from 
prrbpardtion ol an h;LS. 

‘J’iif? f jr:;? nlternative would De for States to prepare E.LSs as 
il 3 !.i c II s :; f’ tJ untirar the provisions of section lU2 (2) (II) of LJt;L?A. 
ilSM WOU~U ~f?t?i.it~ rf?sponsibiljty fOK the scope, ODJeCtiVity, ancl 
c:ontc\nt. ot the ELS but the State would prepare the EIS Just as 
i t now preparc?:, tile EA ouring the mine plan review. ,I’hi.s 
spprodch would ~11. j iuj nate the current overlap in State and uSly1 
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etforts but would still delay mine plan approval txcause of the 
current lony review process within Interior as well as public 
comment periods. 

A second alternative would be for OSM to require tnat tne 
applicant submit environmental impact information in l5l.S format 
as a part of the mine plan package. Tnus the applicant would 
help cover the expense of preparation of the document. As 
with the first alternative, OSM would be responsible for tne 
scope, ob-jectivity, and content of the EIS. Thus USr¶ would 
probably have to coordinate with the applicant to assure 
development of adequate environmental data. 

The last alternative would be for Interior to seek a 
legislative exemption from the preparation of EISs. This is 
not without precedent, as Congress has exempted the Environmental 
Protection Agency (EPA) from preparing EISs for all activities 
under the Clean Air Act. The exemption was maae because actions 
under this statute are undertaken with sufficient safeguards 
to ensure performance of analyses functionally equivalent to 
NEPA’s EIS requirements. 

We believe that an analysis of actions under SMCRA by your 
off ice woulu show that the mine plan review provides, or, with 
minor modifications, could provide safeguaras similar to the EIS. 
The mine plan review process, with preparation of a TEA by 
State agencies, provides essentially the same information 
to tne decisionmaker as does an EIS. In addition, the process 
can be performed in a more timely manner and at a reduced 
cost to OSM both in staff usage and dollars. Thus, along with 
other alternatives discussed above, tne 0epartment should 
consider the desirability of requesting an amendment to SMZ)W 
exempting OSM from EIS preparation. 



APPLNDIX I 

1)1il,A 1'J<CiCi::SSIl\IG COULD BE ENHANCED . . -..._ . ..--_.._-..---- - --. 
\i I ‘i’ti 2 !.MPLE;R, MORE REALISTIC _. ̂. - _. _ ------- 
l.,ATI,. t<I,li'IJ IRE;MEN'l'S 

I\l)(,lIt- 17u preference right lease applications (PHLAs) for: 
Fcbc1tbrsl coal leases have bef?n awaiting adjuaication by the i3ureau 
(of l,~~t~(i Management for up to 15 years. The processing of tnese 
(:oul(l )Jf! cxpeditsa by relaxing the application of new and strin- 
(j(bnt. r f*cjulst;i one that were not in effect at the time the prospctct- 
1 n’j wd:; dot-if> and the lease applications submitted. These regula- 
t i on:; r vquj re economic ana environmental data that neither Interior 
rlor tll41 applicant seem capable of developing, thus Ke!ndf?Kinq 
any attempted compliance with them relatively meaningless, if not 
i mpo :;:-; j t,lfk. Furthermore, it is largely data that is probably not 
rlr~f~dr~d il t such an early stage of development. On regular leases, 
in f iict, this type of aata is not required until 3 years after 
ttifl l(laze is issued, which appears to make the PHLA requizts 
redundant to the normal lease development process as well as ue- 
iny pr f:rinatuKe. These regulations could probably be relaxes con- 
siderably to expedite processing the lease applications without 
Jr?op;lrdiziny the environment OK timely development. The leases 
could be processed much more expeditiously and at the same time 
rf’dUCfa the administrative buKdf?!n on Interior and the applicants. 

Dackcound .----... -_---- 

The outstanding PRLAs originated from prospecting permits 
whjcir were issued Under provisions of the Mineral Lands Leasing 
Act of lY20. These pxovisions were repealed by the FCLAA. under 
the Mineral Lands Leasing Act, coal prospecting permits were issued 
by thta Bureau of Land Management. The permittee could then file 
a PHIA , and upon a demonstration that commercial quantities of 
cool hau been found, as verified by GS, a lease woulU be issueo. 
In making its determination of commercial quantities, C;s relied 
primarily on the physical character of the coal and its geologic 
environment as compared to other deposits known to be proaucibie. 
'1'0 oemonstrate commercial quantities to GS's satisfaction requireo 
very little exploration. Thus, the PRLAs contained minimal geo- 
lay i c data-- at times only one hole was dKi.lled for the entire 
lrbar;rb tract applied for. 

These procedures remained unchanged for almost 5U years. 
'I'hc II , 

--in 1964, requirements for an environmental review 
were introduced into the reyulations, 

--in lY76, the term "commercial quantities" was redefined 
by regulation, and the procedures for presenting the 
evidence to demonstrate commercial quantities were 
chanyfc?d; and 
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--in 1979, the regulations were agai.n changed expanding the 
requirements for the environmental review. 

Most of th(> PRI,A’:: prci-date all of these changes. 

The 1969 regulations required that BLM prepare a t.echnical 
examination prior to the issuance of a l.ease to determine what 
environmental impacts might result from the proposed mining oper- 
ations. The purpose of: these new requirements was to establish 
1 e a s c t e r m s and st.ipulations to mit.igate any anticipated adverse 
environmental impacts. 

In 1976, the Department changed the definition of commercial 
quantities and substantial.ly altered the procedures for its 
determination. The new commercial quantities test was based on 
the criteria of profitability to the lessee, considering the 
physical clraracter of the deposit, the terms and conditions of the 
lease, and expected prices and costs. The procedures for demon- 
strat iny commercial quantities required that an initial showing 
and a final. showing be submitted by the applicant and evaluated 
by GS. The initial showing was t.o establish the quantity (demon- 
strated reserves) and quality of the coal deposit, to present a 
description of the proposed mining operations, and to describe 
the measures to be taken for reclamation and protection of the 
environment. The final showing required a comparison of estimat- 
ed revenues and costs, including the costs of complying with 
applicable statutes, regulations, and lease terms. 

Once more, in 1979, the Department changed the PRLA regula- 
tions. Consideration of environmental and reclamation costs was 
added as a part of the definition of commercial quantities. More 
significantly, requirements for preparing an environmental assess- 
ment report were added, substantially expanding the requirements 
for the environmental review contained in the earlier regulations. 
The envir-onment-al assessment is to include an evaluation of the 
direct and indirect potential impacts of the proposed operation, 
the potential for successful reclamation, and all reasonable 
alternatives to leasing. 

‘1’11e PRLA’:.; are considered subject to all these requirements, 
even tllougtl they were instituted after the prospecting was com- 
pl eted ;Ind the PICA submitted. 

Insufficient data for .m.-- 
?GiZEG%ental assessments __-----.--- 

The Hureau of Land Management is unable to properly comply 
with the new environmental requirements to the point where their 
v d I II (2 i :; q u e s t: i 0 n a b 1 e . We contacted Bureau officials in three of 
t he r;ix mnajor Federal coal States in which are located 140 of the 
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1 / i< “IIt :a? rllld I III] i”t:LA:, . 13ffi.cials in ,all three States told us 
t 1111t 1 tit* 1cvcl of dat.a available for preparing environmental 
~l~;i;~~!,!,llr~~rIt:.r; on PHI;&; is minimal. We were also told that the pro- 
(Il1c.t IG.)~ and operations plans submitted by the applicants for this 
j~1.11 [JOkjc’ are only conceptual and will probably be very different 
1 I OilI ttlf’ dc.: t 11ti1 mine plans developed. 

i\c:cortiirq to Bureau officials in Colorado, the lack of data 
(.JII I’l~LAc make:; it. difficult. to prepare adequate environmental 
j~:;:;(.:,:;lnen*cI.;. For example, in preparing an environmental assess- 
Illt’ll t ( t*:A) on t1lree PRLAs in Colorado, the applicants were asked by 
t tlcb ttur call to submit data not only beyond that which is required 
1)~ I t&cl 111 d t ion , but even beyond what is required by a regular 
lecl:;(~ I)rior to mine plan submission. The officials stated that 
I tlr> ikppl i can t s submitted the information under protest in the 
1r1t t:r’e:;t of having their PRLAs processed in a timely manner. The 
t ypt: 01. information requested included 

--.a wide range of potential employment statistics, 

--information on a variety of taxes; and 

---information on the effects on government personnel, 
costs, and revenues. 

We were told by Bureau officials that the District Office respon- 
sible for preparing the EA decided that this additional informa- 
t: ion was necessary, and advised the applicants that processing 
could not proceed until the information was received. It should 
be noted, however , that under a regular lease, a lessee would be 
issued the lease and then given 3 years to develop this type of 
data. 

The situation was similar in Wyoming, where l3LM State Office 
officials told us that to prepare EAs on PRLAs they either have 
to ok)tdin additional information from the applicant or make 
assumptions about likely production and development plans. 
We were told that if the applicant did not submit the data the 
Iurrrdu would make the necessary assumptions to avoid delays in 
their schedule for processing the PRLAs in the course of their 
nor1n;i.l land use planning efforts. Furthermore, even if additiona 
tlstd were requested, it would probably have to be based on con- 
jecture by the applicant as additional data--whether exploration 
data or other-- is not available. 
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‘I’t~e lack o t dd ta on PKLAs also makes it i.mpractlcal to detei 
mine commercial quar1t.i t its to the degree CJf accuracy reyuireu by 
cur rcbnt- r.ecj ulat .ion:; . ‘I’lic2:;e regulatiorrs require that the initial 
showincl for clttt..t~riilir~iIi’J commercial. quantities contain evidence 01 
cic:monst r at.ed re:;er vf?:;, (oven tllouqh a regular lease proviues 3 
yt.adr :j for the 1e:;stte to do clr ill.irrg and take other necessary 
dc t i 0 n 2; to cleve~.op this (iat. , and to f.ormulate a mine plan. ‘L-n e 
fJHI,A al)pl icant, however , is in effect required to develop his 
mine plan bef.ore (Jetting the lease and without the benefit of 
1 ut tiler dr i 1 lincl 01’ explorat ion. We were told by GS officials 
t. ha t :;omo ~ril,As mdy have on1.y very limited yeologic data, e.g. , 
onck dr il 1 hole in the entire permit area or, at best, somewhat 
1 C! :.; c; than one drill hole per syuar-e mile I which in most cases 
1:; not :; uf 1 iclent to s/law demonstrated reserves. Unless demon- 
s t. r a t t: d L e s c: r v e s a r e d e t e r m i n e d , the reliability of the proposed 
mine plan required by the reyulations to determine mining metnods, 
production rates, and to perform an economic evaluation is yues- 
t ionat, 1 c . ‘I’hc need f.or the data at this stage of development is 
also questionable. 

G(~o 1 ocj i cc1 1 ,c,urvcty off.icials in Utah tolu us that on most. 
PftIAr; ttrer (2 i s simply not enough data available to make an eco- 
nomic evaluation, which is essentially what is required in the 
f inal showing. We were told that even though one drill hole per 
square mile is usual, most PHLAs in Utah contain multiple beus 
of coal anti complex cjeoloyy and GS officials are not in agreement 
as to whether this is sufficient data to determine demonstrateu 
r c s e r v e c .J , and perform the necessary economic evaluations. Ufii- 
cials told us that although the CS geologists in Utah do make 
determinations of whether or not coal has been discovered in the 
PHLR ii r ea , they usually add a caveat that their tindings ao not 
(.sst imatt? dcmonstrat.ed reserves. 

We were also told by a C;S official in Utah that assumptions 
about. markc!tabili.ty and transportation must be made if. an 
economic evaluation is to be done according to regulations. tiow- 
cz v 6.1 f , t.1lcir-f. is no transportation network in sout.hern Utah where 
many of tile Pltf,A:-; in that State are located. Consequently, it is 
riot c:tzr t-ain where tile market f.or that coal would be, how tne coal 
will be transported to the markets, or how much the development of 
t.rsnr;por trit.ion wi I1 cost. Conce i.vably , if the cost of. CYeVelOpiI'lg 
t tic neccssdr y trsnspor tat ion were lncl uded in the economic evalua- 
t. ioIl:; , th(;:;e Pt<l,Ai; woul~l not meet t-he commercial quantities test. 
LS 01 11ci;ilc; t_ol(i us that. ttle re.jectlon 01 the rt<Ms in soutncrn 
ot_dii OII t.tl i :; 11~1s I :; wouI(i prot)ably I.ead to a numocr of. lawsuits. 



CJ 0 1.1 c.: 1 u s L 0 n I; and recommendations _.-.- __ -..- w.--.---- - 

l$ot.tl ttlc environmental assessments and the commercial quan- 
tit 1r*:i :itiow i ngs required by regulation are of questionable reli- 
,rtJi 1 i I.y. ‘I%(> environmental assessments are based on production 
iin(l opt’r dt ion:; plans that are conjectural at best, and subject to 
ctldnqf’. 7%~ economic analyses required for determining commercial 
cjud~lt it ier; arf. t)ased on insufficient geologic data and assumptions 
,lt,ollt future costs, including markets and transportation. These 
unct.kr t ,:jintics along with their attendant administrative problems, 
tir i ncj int.o question the reasonableness, and even the need, for 
!tu(:tI :-;t:r.incjent and detail.ed requirements for processing PRLAs. 
Ac(:o I tl i ny 1 y , we recommend you revise the PRLA regulations t.o elim- 
inate the inherent conflicts and to provide for a more expeditious 

mean:; of administering and disposing of the outstanding PRLAs. 

Among the alternatives you may wish to consider for allevi- 
<.lt- i.Ily ttle problems associated with the processing of PRLAs are: 

---Allow the applicants to obtain the additional 
data needed to prepare more accurate and 
reliable production and operations plans. 
Al.though this alternative would solve some of 
the administrative problems, namely the lack 
of data, it would not satisfy the criteria of 
expediency because, of the time needed to get 
data. 

--Revise the current regulations and procedures 
for processing PRLAs to reduce the amount of 
time and work required and yet meet any legal 
requirements. This could include eliminating 
or reducing the level of detail required in the 
environmental assessments, and relaxing the 
requirements for the demonstration and evalua- 
tion of commercial quantities. Both ease of 
administration and expediency could probably 
be accomplished with this alternative. 

We are aware that Interior has included the processing of 
I’fiI~A~j in its review of the Coal Management Program regulations, 
wittl the objective of reducing the processing requirements to 
a minimum within legal limits. 
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